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GROSS NATIONAL SAVING has returned to
high levels this year. In the first quarter of
1959 such saving totaled $30 billion, about
$5 billion or one-fifth larger than a year
earlier. The increase accompanied recov-
ery in economic activity that began in the
spring of 1958. Analysis in this article is
based mainly on the Board's new quarterly
flow-of-funds and saving data given on pages
1046-62 of this BULLETIN. Concepts and
measures are discussed in the article "A
Quarterly Presentation of Flow of Funds,
Saving, and Investment," pages 828-59.
A large part of gross saving is offset by
estimates of capital consumption related to
the nation's stock of reproducible tangible
assets, or capital goods. After charges for
such consumption, net national saving also
increased in 1959 from the reduced level of
1958. Available estimates indicate that
capital consumption charges accounted for
$75 billion of the $93 billion of gross na-
tional saving for the year 1958, and that
almost half of these charges represented de-
preciation on consumer durable goods. Em-
phasis in this article is placed on gross saving
and gross investment, however, because of
the limitations of currently available meas-
ures of capital consumption charges.
The nation's saving originates in many
sectors of the economy. In recent years, as
the accompanying chart shows, total saving
of consumers, nonfinancial businesses, and
other private sectors has usually exceeded
the figure for national saving because gov-
ernments—Federal, State, and local—in the
aggregate have had negative saving, or have
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NOTE.—For additional detail, see Table 2, p. 1047. The con-
sumer sector includes personal trusts and nonprofit organiza-
tions serving individuals.
Coverage of government saving is not comparable with that
of private saving. Because of conceptual and statistical prob-
lems, government outlays on capital goods are treated as current
outlays rather than as part of national investment. If currently
available data on government construction expenditures were
treated as capital outlays, government gross saving would be
positive in each of the past 10 years, ranging from a low of $2
billion in 1953 to a high of $16 billion in 1956, and national
saving and investment would be correspondingly higher. II
estimates of government equipment outlays were also included,
both government and national saving and investment would be
even higher. For further discussion, see pp. 834-35.
fallen short of their expenditures. Statis-
tically, dissaving by governments results
from the treatment of their capital expendi-
tures in the flow-of-funds and saving ac-
counts. Because of conceptual and statis-
tical problems government outlays on cap-
ital goods are treated as current expendi-
tures rather than as part of national invest-
ment. (See subscript to chart.)
A decline of about $17 billion in gross
national saving in 1958 was made up of a
$3 billion decrease in private saving and
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a $13 billion increase in government dis-
saving, almost entirely accounted for by
the Federal Government. The shift in finan-
cial position of the Federal Government
from small saving in 1957 to large dissav-
ing in 1958 resulted from a $3 billion de-
crease in current receipts and a $9 billion
rise in outlays. The greater part of the de-
crease in private saving occurred in the non-
financial business sectors.
Consumers, as usual, provided the bulk
—more than 60 per cent—of gross private
saving in 1958, while nonfinancial busi-
nesses accounted for 35 per cent. Fluctu-
ations in these shares over the preceding
decade were relatively limited.
NATIONAL INVESTMENT
Gross national investment embodies the re-
sources released by saving, and conceptually
is equal to gross national saving. Because
of statistical discrepancies, however, the dol-
lar measures may not be equal. National
investment totaled $93 billion in 1958, $18
billion below the record of the previous year.
As defined in this article, national invest-
ment includes purchases of houses and dur-
able goods by consumers as well as capital
outlays by businesses and the change in U. S.
net financial claims on the rest of the world;
as already indicated, it excludes expendi-
tures on capital goods by governments.
Most major components shared in the re-
covery of investment after mid-1958, but
the timing and magnitude of movement dif-
fered. Recovery was accompanied by a
sharp expansion in residential construction
and by rising purchases of consumer durable
goods, particularly in the fourth quarter as
buying of automobiles accelerated. Busi-
ness investment in fixed capital remained
near its recession low longer and recovered
more slowly than consumer capital expendi-
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NOTE.—The detail of this chart is based mainly on the na-
tional income and product accounts data of the Department of
Commerce. Consumer durable goods, however, are not shown
as investment in the national income accounts. Plant and
equipment expenditures are the sum of producers' durable
equipment and construction other than nonfarm residential, as
shown in the national income accounts, and of business pur-
chases of used equipment from the Government. Net change
in claims on foreigners does not correspond statistically to net
foreign investment in national income accounts; for further
comment on this point, see p. 859.
ceased by the year-end, and in early 1959
accumulation proceeded at a high rate.
CONSUMER GROSS SAVING AND
INVESTMENT
Consumer gross saving in 1958 was $67
billion, only $1 billion less than in the pre-
vious year. The ratio of gross saving to con-
sumer disposable receipts, which fluctuates
near one-fourth, declined slightly from 1957
to 1958, reflecting a greater rise in current
expenditures than in disposable receipts.
The small decline in consumer gross sav-
ing last year was accompanied by shifts in
consumer investment. Capital outlays were
smaller for the year as a whole. On the
other hand, net funds obtained by borrow-
ing increased slightly, as greater use was
made of mortgage and security credit and
smaller use of consumer credit. The net
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amount of financial assets acquired in-
creased somewhat but preferences for assets
changed. Additions to demand deposits
and fixed-value redeemable claims increased,
while net purchases of credit and equity
market instruments declined sharply.
With recovery to high levels of economic
activity, the pattern of consumer investment
in early 1959 differed from that a year ear-
lier when the recession was at or close to
its low. Consumer capital expenditures
were larger and borrowing rose more than
acquisitions of financial assets. Compared
with the previous year, the increase in time
deposits was considerably smaller in the
first quarter of 1959, while net purchases
of credit and equity market instruments
were larger. Aggregate consumer invest-
ment was $19 billion, or 7 per cent, larger
than a year earlier.
Capital expenditures and debts. Consumers
spent about as much on new houses in 1958
as in 1957, reflecting recovery of home buy-
ing in the second half of the year. With
greater availability of mortgage funds, con-
sumer mortgage indebtedness rose $6 billion
in the last half of 1958, two-fifths more than
in the same period of 1957. In the first
half of 1959 mortgage debt expansion was
substantially larger than a year earlier.
A decline in consumer outlays for durable
goods last year was accompanied by a sharp
reduction in extensions of short- and inter-
mediate-term consumer credit. With re-
payments maintained at high levels, the in-
crease in outstanding consumer credit was
only $300 million for the year, the smallest
of the postwar period and more than $2
billion less than in 1957. Expansion of
consumer credit resumed in the fourth quar-
ter of last year along with a resurgence of
spending on durable goods. These tenden-
cies have continued. First-quarter contrac-
tion in consumer credit was considerably
CONSUMER CAPITAL EXPENDITURES AND DEBTS
Billions of dollars
DURABLE GOODS
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NOTE.—Quarterly data. The consumer sector includes per-
sonal trusts and nonprofit organizations serving individuals.
Depreciation on durable goods, estimated by the Federal Re-
serve, is on a current-cost basis—that is, allowance has been
made for price changes after purchase. Depreciation on homes
is based on data in the national income and product accounts
of the Department of Commerce and reflects depreciation on
an original-cost basis.
less, and second-quarter expansion much
greater, in 1959 than in 1958.
Acquisition of financial assets. The decline
in purchases of credit and equity market
instruments by consumers last year took
place primarily in private and government
bonds; net acquisitions of mortgages and
corporate stocks were only slightly smaller
than in 1957. Consumer holdings of mar-
ketable Federal obligations declined in 1958,
as compared with an increase in the pre-
vious year, while acquisitions of State and
local government and corporate bonds were
smaller than in 1957. In the first quarter
of 1959 consumers were net purchasers of
Federal obligations, but net sellers of cor-
porate bonds.
Consumers added larger amounts to their
holdings of fixed-value redeemable claims
in 1958 than in 1957. They increased the
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flow of funds into time deposits and savings
shares and reduced substantially net re-
demption of U. S. savings bonds. The ac-
celerated flow of consumer funds into time
deposits at commercial banks began in early
1957, after the maximum permissible inter-
est rate on such deposits was raised, con-
tinued through most of 1958, and tapered
off toward the year-end. Also, after three
CONSUMER INVESTMENT
TYMS Billions of dollars
1957 1958
NOTE.—Quarterly data. The consumer sector includes per-
sonal trusts and nonprofit organizations serving individuals.
For additional detail, see Table 4 (A), p. 1049.
years of relatively steady growth, deposits at
mutual savings banks and shares in savings
and loan associations increased by excep-
tionally large amounts last year. In the
first quarter of 1959 consumer holdings of
fixed-value redeemable claims rose at a
considerably slower rate than a year earlier.
BUSINESS SAVING AND INVESTMENT
Gross saving of nonfinancial businesses
totaled $36 billion in 1958, $2 billion less
than in 1957. The reduction was almost
in proportion to the decline in business in-
come before taxes. Business inventory ac-
cumulation and fixed capital outlays were
each about $6 billion smaller than in 1957.
Since capital expenditures declined more
than gross saving, business need for funds
from other sectors was much smaller in
1958 than in the previous year.
In the first half of 1958 the contraction
in need for funds was reflected primarily in
reduced borrowing. In the second half bor-
rowing recovered to prerecession rates and
businesses increased their acquisitions of
liquid assets. Corporate holdings of cash
and U. S. Government securities rose about
$8 billion in the last half of 1958, more than
twice as much as in the last half of 1957.
Capital expenditures in early 1959 were
larger than a year earlier, primarily for in-
ventory accumulation, and business borrow-
ing was also larger. With larger profits be-
fore taxes and relatively small profits tax
payments, corporate holdings of cash and
U. S. Government securities declined much
less than usual in the first quarter.
NET FINANCIAL INVESTMENT
In the postwar period consumers and finan-
cial institutions have generated a larger
amount of saving than they have absorbed
in their own purchases of capital goods. As
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NET FINANCIAL INVESTMENT
Billions of dollars r-
+, net funds made
4 -.
— , net iunds obtained
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NOTE.—Net financial investment for a sector is equal to the
increase in its financial assets less the increase in its liabilities;
when positive, it represents the net amount of funds made
available to other sectors; when negative, the net amount
obtained from other sectors.
a result, they have made funds available on
balance to other sectors through their net
financial investment. In other words, their
net acquisitions of financial assets have ex-
ceeded the net increase in their liabilities.
On the other hand, governments in the
aggregate and nonfinancial businesses typi-
cally have been deficit sectors that obtained
funds on balance.
The changing pattern of net financial in-
vestment by the various sectors, in addition
to reflecting nonfinancial flows, summarizes
the complex of financial flows among sec-
tors as they mutually adjust their demands
for and supplies of credit, preferences for
financial assets, and liquidity needs. In
1958, as the accompanying chart shows,
the net funds obtained from other sectors by
governments—that is, the excess of borrow-
ing over acquisition of financial assets—was
$13 billion compared with a near balance
the year before. This increased need for
funds last year was matched in large part
by a decrease in net need for outside funds
by nonfinancial businesses and foreigners.
Meanwhile, net funds made available by
consumers, at $12 billion, were slightly
larger than in 1957.
DEMAND FOR FUNDS IN CREDIT MARKETS
Much of the nation's saving and investment
is effected by the flow of funds into and out
of credit and equity markets. The major
part of financing among sectors goes through
these markets, either in the form of direct
flows between ultimate lenders and borrow-
ers or in the form of flows through financial
institutions. In 1958 net funds raised in
such markets (that is, the excess of borrow-
ings over repayments) totaled $45 billion,
a postwar high. The $9 billion, or 25 per
cent, increment over 1957 was equal to the
increase in government borrowing, almost
all of which was by the Federal Government.
In the first half of 1959 funds raised in
credit markets, according to preliminary es-
timates, reached $25 billion, a postwar high
for the first half of the year. More than
half of the increment over the year-earlier
amount was in consumer borrowing. Funds
raised by other private sectors were also
larger, while total government borrowing
was little changed.
The record amount of borrowing in the
year 1958 is attributable to strong private
credit demands as well as the increase in
government borrowing. Increased borrow-
ing by consumers and foreigners offset de-
creased borrowing by the nonfinancial busi-
ness and financial institutions sectors. The
maintenance of private borrowing con-
trasted with the $14 billion reduction in pri-
vate capital outlays and the $9 billion in-
crease in private saving in financial form.
Mortgage borrowing by consumers rose
sharply in the second half of 1958 and
was at high levels in the first half of 1959,
as already indicated. The increase in mort-
gage debt in the second half of last year was
much greater relative to consumer purchases
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FLOW OF FUNDS IN CREDIT AND EQUITY MARKETS




















































































































i Includes Federal Reserve System and certain Treasury monetary
funds.
NOTE.—For coverage of credit and equity market instruments and
further details, see Table 3, p. 1048. Funds raised are the excess of
borrowing through market instruments over repayments, etc.; funds
advanced are the excess of lending through market instruments over
repayments, etc. Total of funds raised may differ from total of
funds advanced because of statistical discrepancies.
of new houses than in 1957. Mortgage
credit had become more readily obtainable,
and FHA-insured loans were made on ex-
isting houses at double the 1957 rate.
Increased use of security credit by con-
sumers last year accompanied active trad-
ing in the stock market. Changes in credit
during the year also reflected activity in the
Government bond market. In the first half
of 1959 security credit increased less than a
year earlier.
Business demand for funds in credit and
equity markets was relatively small in the
first half of 1958. Although capital out-
lays, and need for outside funds, remained
relatively small in the last half, business bor-
rowing from banks expanded. In this pe-
riod, and in early 1959, business demand
for credit was above that a year earlier.
State and local governments borrowed
a record amount of almost $6 billion in
1958, $1 billion more than in 1957. The
increase was about the same as that in con-
struction outlays by these governments. The
timing was different, however, as the in-
crease in borrowing occurred in the first
half and the greater part of the rise in out-
lays in the second half of the year.
SUPPLY OF FUNDS TO CREDIT MARKETS
The funds flowing into credit and equity
markets in 1958 came predominantly from
financial sectors—commercial banks, sav-
ings institutions, insurance companies, and
other financial organizations—as the im-
mediate source, and reflected an increase in
indirect advances of nonfinancial sectors
through financial institutions. In the first
half of 1959 the flow of funds from non-
financial through financial sectors slowed
down, and financial institutions supplied a
smaller volume of funds. The total of
funds advanced directly to credit markets
by the nonfinancial sectors, which declined
in the year 1958, rose in the first half of
1959 to a level considerably above that a
year earlier.
In 1958, as shown in the table on this
page, funds placed through credit and equity
markets totaled $45 billion of which $37
billion was advanced by financial institu-
tions. These institutions supplied $15 bil-
lion more than a year earlier, while non-
financial sectors advanced directly $6 bil-
lion less. The fall-off in funds advanced
directly by consumers exceeded the reduc-
tion for nonfinancial sectors as a whole.
The increase from nonfinancial businesses,
as their liquidity positions improved, was
partly offset by decreases from governments
and foreigners.
Investments by financial institutions. About
four-fifths of the $15 billion increase in in-
vestments by financial institutions in 1958
went into Federal Government obligations,
purchased mainly by the commercial bank-
ing sector in the first half of the year, but
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FLOW OF FUNDS THROUGH FINANCIAL INSTITUTIONS
INTO CREDIT AND EQUITY MARKETS
[In billions of dollars]
Type of market instrument,




State and local obligations...






Sources of funds, total
Increase in liabilities, total
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1 Less than $50 million.
2 Includes miscellaneous liabilities not shown separately.
3 Gross saving and net decreases in assets other than market
instruments and gold.
NOTE.—Financial institutions include Federal Reserve System and
certain Treasury monetary funds. Total of net purchases differs
from total of sources because of statistical discrepancies.
also by other financial organizations. Net
purchases of $11 billion of Federal obliga-
tions by financial institutions in 1958 ex-
ceeded the $9 billion increase in such obliga-
tions outstanding as consumers on balance
sold Federal securities.
Commercial banks and other financial
institutions also increased substantially their
net purchases of State and local obligations
and 1- to 4-family mortgages. Partly off-
setting these increased flows was a marked
reduction in net extensions of short- and
intermediate-term credit to consumers.
The market for equity securities also re-
flected the greater availability of institu-
tional funds last year. Net purchases of
corporate stocks by financial institutions,
notably by noninsured pension funds and
open-end investment companies, totaled
$2.5 billion, more than $500 million larger
than in 1957. Consumers purchased only
$200 million net, a smaller amount than in
1957, of stocks other than those of open-
end investment companies, but increased
their purchases of shares in such companies.
Commercial banking sector. The commer-
cial banking sector, which includes Federal
Reserve Banks and certain Treasury mone-
tary funds, accounted for more than four-
fifths of the increase from 1957 to 1958 in
total credit flow from financial institutions.
In the first half of 1959 the total flow was
smaller than a year earlier and reflected a
reduction in funds advanced by commercial
banks. Marked expansion in bank credit
in 1958 reflected a Federal Reserve policy
of monetary ease during a period of re-
duced economic activity, while the slower
increase in bank credit in early 1959 re-
flected a shift in policy toward restraint in
a period of vigorous economic expansion.
The increase in privately held demand
deposits and currency—the active money
supply—in 1958 was about $7 billion
greater than in 1957. The active money
supply declined in the first half of 1959,
the usual seasonal movement. The decline
was larger than a year earlier, but at mid-
year the active money supply was $5 billion
above that in mid-195 8.
The increase in bank loans and invest-
ments in 1958 also reflected a record growth
in time deposits at commercial banks, which
amounted to $8 billion, or 45 per cent more
than in 1957. In addition, Federal Reserve
actions to offset the $2 billion decrease in
gold assets last year—in contrast to the gold
inflow of 1957—were also reflected in the
sector's loans and investments. In the first
half of 1959 both the inflow of time deposits
and the decrease in gold assets were smaller
than a year earlier.
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